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expected to most easily adapt to the new policy. Baseline information can be collected
through surveys and questionnaires of government purchasers.

o Create strong links between the Purchasing Department and Energy, Environment, and IT
Department(s). Fostering collaboration between these departments can significantly enhance
the benefits of energy-efficient product procurement activities, by bringing together
individuals with technical expertise in complementary subjects. Purchasers, who have
familiarity with vendors and purchasing procedures, can consult with energy and
environment staff to identify priority energy-efficient products and to quantify the benefits of
energy-efficient product procurement policies (e.g., by using ENERGY STAR’s product
savings calculators). Purchasers can also work with staff from IT and facilities management
departments who are often responsible for specifying office electronics and for implementing
energy efficiency policies, such as enabling sleep modes on office electronic equipment.

e Develop a list of pre-approved or priority products. When vendors use different definitions
of “energy-efficient” and “environmentally preferable,” purchasers are required to spend
time analyzing the relative attributes of each product. Some local governments have
addressed this barrier and improved the effectiveness of their energy-efficient product
procurement by developing a list of pre-approved or priority products. The Kitsap County,
Washington Prevention of Waste in County Government ordinance, for example, requires the
county purchasing division to develop a preferred product database to be used by each
government agency (Kitsap County, 1999). In addition to streamlining the purchasing
process, having a list of pre-approved products and vendors can enable purchasers to
aggregate orders, which can sometimes lead to lower costs.

e Ensure proper product end-of-life management. When local governments purchase new or
alternative products, they must decide what to do with replaced products. Many local
governments have instituted policies for donating or recycling replaced electronics. These
policies often require purchasers to include “take back” language in procurement contracts
and leasing agreements that obligate the product vendor to take back the replaced equipment
(CIWMB, 2003).* Tacoma, Washington, for example, has partnered with Pierce County to
develop the Take it Back Network, a partnership between government agencies, retailers, and
recyclers, to provide consumers with opportunities to conveniently recycle electronics
(Tacoma, 2006). Santa Clarita, California’s Environmentally Preferable Purchasing policy
includes a requirement that vendors who install energy-efficient lighting must recycle the
lighting fixtures and lamps that are removed (Santa Clarita, 2005).

« Initiate pilot projects. Local governments can consider initiating pilot or demonstration
projects to help identify priority products, best practices for ordering, and potential
implementation challenges. Certain departments or agencies, such as an energy, environment,
or IT department, may be the best equipped to implement pilot projects. Pilot projects can
begin by focusing on one type of product, gradually incorporating multiple product types as
purchasers collect sufficient knowledge to apply the project on a broader scale (NACo,

* Local governments can go a step further by requiring a vendor to guarantee that the replaced product will be
re-manufactured in some form (CIWMB, 2003).
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Undated). For example, Redondo Beach, California initiated a pilot project that involved
installing energy-efficient products in city facilities for a trial period of 60 to 90-days. The
city negotiated to have the installations performed at no cost and used the trial period to
determine whether the energy cost savings were sufficient to consider longer-term contracts
for the products (Flex Your Power, 2002b).

« Involve employees, maintenance teams, and other end-users. Involving these individuals in
the policy planning process will ensure that energy-efficient product procurement activities
account for the special needs of those who will use and maintain the equipment, which can
lead to increased buy-in. In addition, training the individuals who will use and maintain
energy-efficient products can ensure that energy-efficient features are enabled, prolong the
life of the products, and increase energy cost savings as a result of appropriate product use
(NACo, Undated). When Santa Monica, California adopted its Environmentally Preferable
Purchasing program, the city provided its employees with training and education
opportunities that helped increase motivation and participation (SCCED, 2000).

o Use energy efficiciency standards and P
specifications. Many local governments use SIS HEN SISO LN (ECU el
federal standards or third-party certification The ENERGY STAR Program has developed

i : specifications for energy efficient products in more
for energy efficient prOdUCts' Usmg than 50 product categories. EPA and DOE work

established standards streamlines the together to develop unique energy performance
procurement process and can lead to greater Specifigati%ns that a ?;O%uct rgust meet touqualify-
. . . ENERGY STAR-qualified products typically use
e”ergy benefits, sm_cg pI’OdUCtS will be 25% to 50% less energy and can offer consumers
reqUIred to meet minimum performance energy cost savings as high as 90% over
specifications. A number of local governments | conventional products.
require purchasers to specify ENERGY Local governments often include requirements in
STAR-quaIified products. ENERGY STAR energy-efficient product procurement policies for

.. e purchasers to specify products that are ENERGY
has developed energy efficiency specifications | stagr qualified. Washington, D.C., for example,

for more than 50 product categories. For some | passed an act in 2004 to amend its procurement

categories where ENERGY STAR policy to require agencie_s_to include sp_ecifications

. . . . g for ENERGY STAR-qualified products in
specifications do not exist, FEMP identifies solicitations for energy-using products.
energy-efﬁment products that perform in the Source: U.S. EPA, 2006b; U.S. EPA, 2008; LBNL,
top 25% in terms of energy performance 2003; Washington, D.C., 2004.

(FEMP, 2007).°

In addition to national standards like ENERGY STAR, some local governments have
established their own energy efficiency specifications. Multnomah County, Oregon
contracted with engineers to develop energy efficiency standards for several products. These
standards were submitted to a specification writer who developed procurement specifications
for the standards (NACO, Undated).

® FEMP’s specifications are consistent with ENERGY STAR’s in categories where ENERGY STAR
specifications exist (FEMP, 2007).

Draft February 22, 2008 12



Clean Energy Strategies for Local Governments

Tier Two

Draft

Energy-Efficient Product Procurement

Aggregate purchases. By combining the needs of multiple departments, or even multiple
jurisdictions, local governments can potentially negotiate with vendors for reduced or
wholesale prices. By partnering with other governments, local governments can pool
resources and experience, and take advantage of the different areas of expertise between
staffs. In addition to improving the feasibility of energy-efficient product procurement
activities, these partnerships can increase public awareness and have a greater influence on
market demand for energy-efficient products. Some states, such as Wisconsin, allow local
governments to use state government contracts to aggregate purchases (Harris et al., 2004).

Combine energy-efficient product procurement with other energy efficiency activities. Even
the most effectively implemented energy-efficient product procurement activities can be
improved by integrating procurement activities into comprehensive energy efficiency
programs. This can be especially true when equipment is right-sized to meet the functional
requirements of a building’s conditioning systems, since over-sized equipment uses more
energy when operating and tends to cycle on-off more frequently, which can potentially

increase maintenance costs (Harris et al., 2004).

Develop scoring guidance. Purchasers often
must select between comparable products,
weighing their relative energy and
environmental attributes (e.g., energy
efficiency, water conservation, material waste
reduction) before making a decision (U.S.
EPA, 2000). This process can be time-
intensive, and without adequate guidance can
lead to inconsistent purchasing practices
across government agencies. Developing a
scoring sheet that incorporates these issues can
assist purchasers in making consistent
decisions.

Engage the community. Local governments
can improve awareness about the benefits of
energy-efficient product procurement by
engaging local businesses and residents. A
number of local governments have
implemented energy-efficient procurement
activities that involve community outreach
components. Arlington County, Virginia’s

San Francisco Product Scoring

The San Francisco Precautionary Purchasing
Ordinance, passed in 2005 requires agencies to
purchase only city-approved environmentally
preferable products (EPPS).

To help implement this policy, the city Department
of the Environment and Office of Contract
Administration worked together to develop lists of
EPPs for product categories of highest
environmental priority. In developing these
targeted product lists, the agencies held three
public meetings to establish a set of eleven
energy and environmental criteria for comparing
products. For example, efficient use of resources
and minimal impacts on global environment, was
a criterion.

These criteria, along with a set of implementation
issues (e.g., savings potential), were used to
create a score sheet that assesses points for
each product. Those that earned the best scores
in their category were added to the lists of
approved products.

Source: SF Environment, 2006; SF Environment,
2007h.

Arlington Initiative to Reduce Emissions (AIRE), for example, is a collaborative started by

the county government that encourages county businesses, organizations, and individuals to
reduce emissions. AIRE assists members in partnering with ENERGY STAR and obtaining
ENERGY STAR-qualified products (AIRE, Undated). Scottsdale, Arizona offers free public
seminars on energy-efficient products as part of its Green Building Program (Scottsdale,
2007).
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Some local governments, such as Austin, Texas and Riverside, California, have enhanced the
community-level benefits of energy-efficient product procurement activities through
programs that provide financial assistance to residents for obtaining energy-efficient products
(Austin Energy, 2007; Riverside, 2007). The village of Akron, New York established an
ENERGY STAR Appliance Advantage Program that provides the municipal electric utility’s
customers with rebates of up to $125 for purchasing ENERGY STAR-qualified home
appliances (Akron, 2007). Local governments can also use their purchasing power to obtain
energy-efficient products in bulk at reduced prices. These products can then be sold to
residents and businesses at below-market costs (Flex Your Power, 2002).

« Integrate multiple energy and environmental mandates. When developing and implementing
energy-efficient product procurement policies, many local governments have combined
energy efficiency goals with other environmental goals to produce a comprehensive program.
This approach can make energy-efficient product procurement policies more enticing to
elected officials and help ensure continuous high-level support (Harris et al., 2004). This
approach also helps to make sure that energy-efficient product procurement does not conflict
with other environmental or socio-economic purchasing goals and requirements. For
example, procurement policies can include specifications that printers and copiers be
ENERGY STAR qualified and also be capable of duplexing to minimize paper use.

6.6.7 Costs and Funding Opportunities

While energy-efficient products can typically be purchased at no additional cost, local
governments sometimes find that energy-efficient products have a cost premium. This section
provides information on the cost of implementing energy-efficiency product procurement
activities and describes funding opportunities for addressing cost premiums.

Costs

Local governments typically implement energy-efficient product procurement at low- or no-cost
simply by purchasing energy-efficient products on the same replacement schedule they would
otherwise purchase conventional replacements. The cost of energy-efficient product procurement
is typically only as great as the cost premium for energy-efficient products compared to
conventional ones. For many products, such as office equipment and electronics, there is no cost
premium, making energy-efficient product procurement an especially cost-effective clean energy
activity.

Other energy-efficient products, such as refrigerators, freezers, HVAC systems, and lighting
fixtures, do have a cost premium. This cost premium, however, is almost always offset by energy
cost savings within a few years. Table 6.6.2, ENERGY STAR Specification Overviews: Unit
Savings and Cost-Effectiveness provides information on a sample of ENERGY STAR-qualified
products, including energy savings and payback periods. For most of the products identified in
the table, there is typically no cost premium and thus no payback period.
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Effective Date of Current FRTEENT [ENRTE L SR .
Product Category e Compared to Payback Period
Specification .
Conventional Product
Appliances
Dehumidifiers October 2006 15% 0 years (typlcally no retail
cost premium)
Dishwashers January 2007 40% 0 years (typlcal_ly n% retall
cost premium)
) ] 4 years (refrigerators)®
Refrigerators and freezers April 2008 15% g
6 years (freezers)
Room air conditioners November 2005 10% Not available®
Room air cleaners July 2004 45% 0 years (typlcally no retail cog
premium)
Electronics
Battery charging systems January 2006 35% 0 years (typlcall_y no retail
cost premium)
Cordless phones November 2006 55% 0 years (typlcall_y no retail
cost premium)
Combination units July 2005 30% 0 years (typlcall_y no retail
cost premium)
DVD products January 2003 60% 0 years (typlcall_y no retail
cost premium)
External power adapters January 2005 35% 0 years (typlcall_y no retail
cost premium)
Home audio systems January 2003 60% 0 years (typlcall_y no retail
cost premium)
. 0 years (typically no retail
0,
Televisions November 2008 25% cost premium)
Envelope
Roof products December 2007 Not available < 4 years
W|n_dows, doors, and September 2005 Not available Not available
skylights
Lighting
Compact fluorescent lamps January 2004 75% <1 yearf
) ) ) ] < 1year
Residential-style light fixtures August 2008 75%
2 years for recessed cans
Office Equipment
Computers July 2007 25% - 50% 0 years (typlcall_y no retail
cost premium)
Copiers April 2007 65% 0 years (typlcally no retail
cost premium)
Monitors July 2007 25% 0 years (typically no retail
cost premium)
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Product Category

Effective Date of Current
Specification?®

Percent Energy Savings
Compared to
Conventional Product

Payback Period

0 years (typically no retail

Multifunction Devices April 2007 20% :
cost premium)
Printers, fax machines, and April 2007 15% 0 years (typically no retail
mailing machines P 0 cost premium)
Scanners April 2007 50% 0 years (typicall_y no retail
cost premium)
Heating and Cooling
Air source heat pumps April 2006 5% <5 years
Boilers April 2002 5% <1year
Ceiling fans September 2006 45% 0 years (typically no retail
cost premium)
Furnaces October 2006 15% < 3 years
Geothermal heat pumps April 2001 30% <5 years fo_r new
construction
Light commercial HVAC January 2004 5% < 1year
Ventilating fans October 2003 70% 0 years (typically no retail

cost premium)

Commercial Food Service

Commercial dishwashers October 2007 30% 2 years
Commercial fryers August 2003 15% 2 years (for typical unit)
Commermal hot food holding August 2003 65% 2 years
cabinets
Commercial ice makers January 2008 25% - 30% 4 years (for typical unit)
Commermal solid door September 2001 35% 1 year
refrigerators and freezers
Commercial steam cookers August 2003 50% 0 years (typlcall_y no retail
cost premium)
Other
\Water coolers May 2004 45 % 0 years (typicall_y no retail
cost premium)
April 2004
\Vending machines August 2006 (rebuilt 40 % <1year
machines)
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Effective Date of Current

Product Category Specification®

Percent Energy Savings
Compared to
Conventional Product

Payback Period

" ENERGY STAR develops performance-based specifications to determine the most energy-efficient products in a particular product
category. These specifications, which are used as the basis for ENERGY STAR qualification, are developed using a systematic
process that relies on market, engineering, and pollution savings research and input from industry stakeholders. Specifications are
revised periodically to be more stringent, which has the effect of increasing overall market energy efficiency (U.S. EPA, 20070).

"U.S. EPA and U.S. DOE, 2007c.
"U.S. EPA and U.S. DOE, 2007b.
fU.S. EPA and U.S. DOE, 2007.
°U.S. EPA and U.S. DOE, 2007d.
U.S. EPA and U.S. DOE, 2008.

Source: U.S. EPA, 2008d.

Funding Opportunities

Local government funding opportunities for energy-efficient product procurement include:

Draft

Energy Conservation Savings. Local
governments can use a “paid from savings”
approach to finance purchases of energy-
efficient products that have cost premiums
by reserving energy cost savings generated
from their energy efficiency activities to pay
for energy-efficient products. In 1984,
Phoenix, Arizona established an Energy
Conservation Savings Reinvestment Plan. A
reinvestment fund was created using money
collected from a state oil overcharge. Under
the reinvestment plan, half the city’s annual
energy cost savings from energy efficiency
improvements funded through the plan are
reinvested in the fund to provide for future
improvements. The fund has been used to
finance the costs of new energy-efficient
equipment in city buildings (ICLEI, 2007).

Lease-Purchase Agreements. A tax-exempt
lease-purchase agreement (also known as a
municipal lease) allows public entities to
finance purchases and installation over long-
term periods using operating budget dollars
rather than capital budget dollars. Boulder,
Colorado uses operating budget dollars and
capital investment plan funds (which are
designed to automatically fund upgrades at
the end of a piece of equipment’s useful life)

February 22, 2008

Cash Flow Opportunity Calculator

The ENERGY STAR Cash Flow Opportunity
Calculator is a decision-making tool that can be
used to inform decisions pertaining to the timing of
energy-efficient product purchases. The tool can be
used to determine:

e The quantity of energy-efficient equipment that
can be purchased and financed using
anticipated savings;

e  Whether it is most cost-effective for the
purchase to be financed now, or to be paid for
using future operating funds; and

e Whether money is being lost while waiting for a
lower interest rate.

Web site:
http://www.epa.gov/Region8/humanhealth/children/2
003/CashFlowEnergyPerfEnvProtection.pdf

Source: U.S. EPA, 2003b.

Benefits of Tax-Exempt Lease Purchase
Agreements

e No need for capital budget appropriation
e No delay for voter referendum

e  Monetary obligation limited to current budget
period

e Reduced interest rates

e Can be used to underwrite guaranteed savings
performance contracts

e Repayment can be tied to energy cost savings
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to pay for energy-efficient equipment purchased through lease-purchase agreements
(Colorado Energy, 2007).

Lease-purchase agreements typically include Westminster, Colorado — Lease-
“non-appropriation” language that limits Purchase Agreement
obligations to the current operating budget The city council in Westminster, Colorado
period. If a local government decides not to passed a resolution in 2005 that authorized the

- city to enter into a lease-purchase agreement to
appropriate funds for any year throthOUt the purchase and install approximately $2.5 million

term, the equipment is returned to the lessor and | in energy-efficient equipment in 21 city facilities.

the agreement is terminated. Because of this fT_he city issléec; a rﬁqueSF for pr%p%sals for
_ g _ inancing bids for the project and the city was
non approprlatl_on Ianguage’ Iease_ purChase able to settle on a lease-purchase agreement
agreements typically do not constitute debt. with a low interest rate of 3.79%. The city
Under this type of agreement, a local council considered cash funding the purchase,
but determined that capital improvement budget

govemm?nt make_s m_onthly payments to a lessor constraints would mean that the project would
(often a financial institution) and assumes have to be implemented piecemeal over eight
ownership of the equipment at the end of the to twelve years.

lease term, which commonly extends no further Source: Westminster, 2005.
than the expect life of the equipment. These
payments, which are often less than or equal to the anticipated savings produced by the
energy efficiency improvements, include added interest. The interest rates that a local
government pays under these agreements are typically lower than the rates under a common
lease agreement because a public entity’s payments on interest are exempt from federal
income tax, meaning the lessor can offer reduced rates (U.S. EPA, 2004b).

Unlike bonds, initiating a tax-exempt lease-purchase agreement does not require voter
referendum to approve debt, a process that can delay energy efficiency improvements. Tax-
exempt lease-purchase agreements typically require only internal approval and an attorney’s
letter, a process that often takes only one week (as opposed to months or years for bonds).
Local governments can expedite the process by adding energy efficiency projects to existing
tax-exempt lease-purchase agreements. Many local governments have master lease-purchase
agreements in place to finance a range of capital investment projects. Energy-efficient
product procurement can often be added to these agreements without difficulty (U.S. EPA,
2004b).

Performance Contracting. An energy performance contract is an arrangement with an ESCO
that bundles together various elements of an energy-efficiency investment, such as
installation, maintenance, and monitoring of energy-efficient equipment. These contracts,
which often include a performance guarantee to ensure the investment’s success, are
typically financed with money saved through reduced utility costs but may also be financed
using tax-exempt lease-purchase agreements (U.S. EPA, 2003c). Compton, California
entered a performance contract to install energy-efficient equipment in a number of its
facilities, including new lighting systems with occupancy sensors, street lighting fixtures,
chillers, and energy efficiency management controls. The performance contract, which will
be paid for with guaranteed energy efficiency savings, is expected to produce savings of
more than $4.4 million over 15 years (Johnson Controls, 2007).
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Tax-exempt lease-purchase agreements are
sometimes used to underwrite energy
performance contracts with ESCOs. While local
governments can often obtain financing directly
from an ESCO, many have found that the
interest rates available through tax-exempt
lease-purchase agreements are typically lower
than the rates offered by an ESCO. Tax-exempt
lease-purchase agreements can be especially
effective when used to underwrite energy
performance contracts that include guaranteed
savings agreements, under which an ESCO
agrees to reimburse any shortfalls in expected
energy cost savings.

Energy-Efficient Product Procurement

Tax-Exempt Lease Purchase
Agreements and Energy Performance
Contracting

The Miami-Dade County Public Schools district
financed energy-efficient equipment
installations in its facilities at a reduced cost by
adding guaranteed savings energy
performance contracts with three ESCOs to an
existing tax-exempt master lease-purchase
agreement, rather than financing the projects
directly through the ESCOs. Through the
master lease-purchase agreement, the school
district has invested $9.5 million in energy
efficiency. The investments produced savings
of $3.5 million after just three years.

Sources: U.S. EPA, 2003d; U.S. EPA, 2004b.

Private Foundations. Foundations are nonprofit organizations or charitable trusts that can
help fund local energy efficiency activities. The most common types of financing include
grants (which do not have to be repaid) and program-related investments (which are usually
set up with a repayment schedule). The Illinois Clean Energy Community Foundation, for
example, administers seven indoor lighting programs that provide grants to local government
entities, including schools, county courthouses, and public safety facilities, to assist in
purchasing and installing energy-efficient lighting systems (ICECF, 2007).

Public Benefits Funds. Public benefits funds (PBFs) are funds that are supported by system
benefits charges applied to utility customers bills. These funds, which are used to invest in
programs that benefit the public, can provide funding for local government energy-efficient
product procurement. A number of local governments have partnered with state PBF-funded
programs to purchase energy-efficient products. Tigard, Oregon received a rebate from the
PBF-funded Energy Trust of Oregon to help offset the cost of purchasing energy-efficient

equipment (Tigard, 2007).

State Programs. Some states administer programs that provide technical and financial
assistance to local governments for purchasing energy-efficient products. The Mississippi
Energy Division, for example, administers an Energy Efficiency Lease Program that offers
local governments access to pre-arranged tax-exempt lease-purchase agreements with third-
party financiers. These agreements can be used to finance purchases and installation of
energy-efficient equipment for terms of up to ten years (Mississippi, 2005).

Utility Assistance. A number of electric utilities offer assistance to local governments
through energy efficiency programs. These programs sometimes allow local governments to
obtain energy-efficient products at reduced costs or to purchase and install energy-efficient
products at no up-front cost. Public Service of New Hampshire, for example, administers a
Municipal Smart Start Loan Program through which it purchases and installs energy-efficient
products for local governments. The governments are assessed a purchase and installation
charge on their monthly utility bill until the products and services are paid off. This charge is
designed to be less than the cost savings generated from the energy efficiency investments.
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Claremont, New Hampshire used this program to purchase energy-efficient T8 lighting

systems with occupancy sensors, LED exit signs, and over 1,000 streetlights (NEEP, 2006).

6.6.8 Interaction with Federal, State, or Regional Programs

A variety of federal, state, and regional agencies and organizations provide resources that local
governments can use when planning and implementing energy-efficiency product procurement
activities.

Federal Programs

ENERGY STAR. The U.S. EPA’s ENERGY STAR Purchasing and Procurement program can
assist local governments in identifying and procuring products that meet ENERGY STAR
energy efficiency qualifications. The program provides lists of energy-efficient products with
performance specifications, product savings calculators for assessing the cost-effectiveness
of purchasing these products, sample procurement language, product retailer locators, and
case studies. In addition, the program provides guidance on developing a comprehensive
energy-efficient product procurement policy.

Web sites:

http://www.energystar.gov/purchasing http://www.energystar.gov/index.cfm?c =
bulk purchasing.bus_purchasing_key benefits#case_studies (case studies)

http://www.energystar.gov/index.cfm?c = bulk_purchasing.pr_proc_generic (sample
procurement language)

http://www.energystar.gov/index.cfm?c = bulk_purchasing.bus_purchasing (savings
calculators)

http://www.energystar.gov/index.cfm?fuseaction = store.store_locator (retailer locator)

http://www.energystar.gov/index.cfm?c = prod_development.prod_development _index
(product specifications)

EPA’s Environmentally Preferable Purchasing Program. This EPA program encourages
purchasers to consider the multiple types of environmental impacts of the products they
purchase. The program’s Web site provides tools and information resources to assist
purchasers in selecting EPPs. The program has developed an Environmentally Preferable
Purchasing Database that provides information on products and services arranged by
category.

Web site: http://www.epa.gov/epp/index.htm

EPA’s WaterSense Program. WaterSense is a voluntary EPA program that encourages
efficient use of the nation’s water resources. WaterSense has developed a system for labeling
water-using products and services that meet EPA water efficiency standards. WaterSense-
labeled products typically use 20% less water than conventional products.

Web site: http://www.epa.gov/watersense/index.htm

DOE’s Federal Energy Management Program (FEMP). The FEMP program works with
federal agencies to increase energy efficiency, water conservation, and use of renewable
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